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To Our Shareholders: 


1978 was a year of continued improvement 
in performance for the Company. Sales 
reached record levels of $41,475,000, an 
increase of 18% over the $35,201,000 in 
1977. Net earnings from operations were 
$1,108,000, or 66¢ per share, compared to 
$663,000, or 40¢ per share reported last 
year. 


The improved sales performance reflected 
strong demand from original equipment 
manufacturers, including bus, truck and 
military vehicle builders, as well as major 
passenger car manufacturers. In the 
Canadian replacement market, the 
Company continued to expand its “Gabriel 
Shock Shop” Program, first announced in 
1977, resulting in both increased sales and 
expanded market penetration. 


The improved operating results during 
1978 were partly due to higher sales and 
the Company’s continuing focus on cost 
savings and internal controls. An 
important element in these control 
implementations was our commitment to 
Material Requirements Planning and 
stepped-up utilization of management 
information systems enabling us to 
maximize efficiency in a decidedly 
inflationary environment. 


During 1978, the Company utilized 
$274,000 of tax credits resulting from the 
statutory amalgamation of certain 
Orangeville Division subsidiaries with tax- 
loss carry forwards. In addition, a separate 
$60,000 of prior year tax loss carry 
forwards was utilized, bringing total tax 
credit utilization to $334,000 for the year. 
The Company also reflected $240,000 
extraordinary proceeds arising from 
settlement of a claim for damages.The 
total of these tax credits and extraordinary 
proceeds of $574,000 brought final net 
income for the year to $1,682,000 or $1.00 
per share. 


As we start 1979, we acknowledge the 
presence of uncertain economic factors in 
both our U.S. and Canadian markets.How- 
ever, the organizational and operational 
changes begun in 1977 should continue to 
yield further improvements in cost control 
and efficiency.We remain optimistic about 
the Company’s prospects for continued 
growth. 


On Behalf of the Board 


S. E. LUNDER, 
HIGHLIGHTS eee 
1978 1977 
S ARES Coe eae re Ba EE cue se halties $41,474,840 $35,200,877 
NETTING © Barre ogre ene cree cere ne $ 1,107,804 $ 663,374 
EARNINGSIPRERISHARES oo c eens $ .66 $ .40 
NUMBER OF SHARES OUTSTANDING..... 1,681,608 1,681,608 
NUMBER OF REGISTERED SHAREHOLDERS 933 WO? 
SHAREHOLDERS’ EQUITY................. $11,701,373 $10,019,464 
BOOK VALUE PER SHARE ....3......<--.. $ 6.96 $ 5.96 


Earnings per share exclude extraordinary items. 


Van Der Hout associates LimiteD AND SUBSIDIARY 


CONSOLIDATED STATEMENTS OF INCOME 


Year Ended December 31 


1978 1977 
Net Sales eee enc, a ence ie caene eae eRe eee ROR AR $41,474,840 $35,200,877 
Gost of Sales Jon... ataced gn eee reel Oh apa ag ae Renee crete __ 34,058,452 __ 28,409,392 
Grossi PHrolitxccis..sA ne so ened ane eee ene eos oe ee, $ 7,416,388 $ 6,791,485 
Expenses: 
Selling, general and administrative expenses.............. $ 5,152,408 $ 5,026,388 
Interest onilomg-term: GepDt cia. ox. ie piew sent ia.1e eee ee 42,684 | 66,011 
Otheriunterest!:. 65.5 Bee a) eee ie as i ea ee 490,152 499,666 
$ 5,685,244 $ 5,592,065 
income. before InGOme taxes. ase ee ee $ 1,731,144 $ 1,199,420 
Provision for income taxes ........ deat chan sins so Wa ae ee a 610,000 517,248 
Income before: minority interestay een seca ice cee eee $ 1,121,144 $ 682,172 
Viinority meres ta(NOtera)y Aerie mepe torte ate are scree Aa ere 13,340 18,798 
Income before extraordinary iteMS ......... 0... cee cee eee ee $ 1,107,804 $ 663,374 
Extraordinary items (INOUE) se rete ak a ree ee eee 574,105 — 
Net income:tog the: yea. nc head ce eee ae ee ee $ 1,681,909 $ 663,374 
Earning per share: 
Before extraordinary items) ssee ee e $. .66 $ .40 
After extraordinary iteniStsns. aera eels caaceens $, 1.00 $~ .40 


The accompanying notes are an integral part of these statements. 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


Year Ended December 31 


1978 1977 
Balance, beginningiol the yearn 9. aan neem es aera. & $'3;878;356 $ 3,209,982 
Add ='Netincomestor theiyeange.e: sta. oe Fee ee 1,681,909 663,374 
Balance, 6nd Of the year man (0 on ore ite ee a $ 5,555,265 $3,873,356 


The accompanying notes are an integral part of these statements. 


Sources of working capital: 
Operations - 


Income before extraordinary items ..................0.- 
Charges not requiring an outlay of funds - 
Depreciation and amortization cal. /...cus0 sc cage eee ae 
Increase in. defetredsincome taxes .2......%......%..25. 
Decrease (increase) in cash surrender value of 
NTORINS UM AINE reenact et. ay pe tortanaan ly ehiot eae etn orerhearin foresters 


TOtali/provided frOM-OPeratiONs «6... cs 4 hspoleaiereass.bacere 
Reclassification of bank debt to long-term .............. 
Reclassification of deferred income taxes to 

mCcomMe taxes TECOVErable 05. ceihirs acsiwok Haare He ens Poltens 
Reduction in income tax provision due to loss 

CAI Ve ION Wall Cl Sth xtccta ts cote pithy Nyy ee) aoe Oem ne moa ee rire 
Settlement on claim for damages, net................... 


fotalisources of working Capitals 4.4 « Ssscinw. ase oes 


Applications of working capital: 


Additions to property, plant and equipment, net......... 
Decrease in long-lermrdebt:... 2. eee ee ee ae 
Disposition of controlled corporation, net of 

FACS vOMEOTOOKALON SOIC. haa ee nar tetany eee tea 


Total applications of working capital ............... 


Netincrease’ in: working capitalyn. 2... -cscseiaseore ce. 


Changes in working capital: 
Increase (decrease) in current assets - 


RECCIVADIES . rt a pte te «al c's. 0's ola heganctie Risroreteire wi tee case trees 
INVENTONICS:. 252,250, sae ares ace, av cheval le evetetaraa/ cota Senna 
Incomertaxes recoverable Gis. Sa sea a. Bee ee he nee 
Prepaid expensesiies vent senate sr Sree Ree ees 
Decrease (increase) in current liabilities - 

BanKeinGebteadimess: satin an. cies eels ok cass ole seeie an one ates 
Accounts payable and accrued liabilities................ 
Payable to: altiliate ne .4 cnn vate circ e Fie oll, Gio! ae eseges sole ore 
Current poruion-ottong=tenmr debt ae. ac. «act. <ehoeveriaetes: 


Net increase in working capital.................008- 


Van Der Hout ASSOCIATES LIMITED AND SUBSIDIARY 


CONSOLIDATED STATEMENTS OF CHANGES IN 
FINANCIAL POSITION 


Year Ended December 31 


1978 


$1,107,804 


908,737 
171,000 


1,578 
13,340 


$2,202,459 


4,467,500 


334,105 
240,000 


$7,244,064 


$ 831,073 
39,010 


141,704 


$1,011,787 
$6,232,277 


$ 876,240 
(1,841,064) 
( 440,432) 
(97,020) 


5,494,012 
1,288,555 
539,408 
412,578 


$6,232,277 


1977, 


$ 663,374 


708,014 
490,024 


( 2,498) 
18,798 


$1;877,712 


396,499 


$2,274,211 


$ 625,716 
451,588 


$1,077,304 
$1,196,907 


$2,344,371 
1,650,331 
382,859 
59,306 


(1,567,458) 
( 586,284) 
( 782,844) 


( 303,374) 
$1,196,907 


The accompanying notes are an integral part of these statements. 


Van Der Hout associates LimiteD AND SUBSIDIARY 


CONSOLIDATED BALANCE SHEETS 
ASSETS 


Current Assets: 
Receivables - 
Trade, less allowances of $187,396 


inventories (Notes 5.and 6). ..4cicncca: teteet atte eee 
Income: taxes recoverable). vs. 25s eet cree 
PrEP@id exPONSeS Aakens.s. doce eternites olor e ete eer ee 


WotalkcurrenWassets ess ae eee ee Cee eee 


Buildings and tim provementS oss. i5ect cyte eee 
Machinery andsequipmeniteces sci. ccs cman eee rata es 


Less - Accumulated depreciation and amortization ........ 


OTN ASSETS! > ad ves. sore ere er ee Ta ay ee Eee 


At December 31 


1978 


$ 7,109,691 
372,104 
52,007 
9,637,552 
53,109 
53,599 


$17,278,062 


$ 828,909 
Z,20N22i, 


9,883,842 


$12,913,978 
6,181,770 


$ 6,732,208 


$ 27,135 


$24,037,405 


Wee 


$ 6,169,693 
224,957 
262,912 

11,478,616 
493,541 
150,619 


$18,780,338 


$ 828,909 
2,204,778 


9,127,640 


$12,161,327 
5,330,077 


$ 6,831,250 


CBE ART. 


$25,647,765 


The accompanying notes are an integral part of these balance sheets. 


Approved on behalf of the Board: 
JOHN B. VAN DER HOUT (Director) 


SVERRE E. LUNDER (Director) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current Liabilities: 


Bank indebtedness (Note 6)................. 
Accounts payable and accrued liabilities..... 
Payable to aitiiiateee 2 nein hse, befae ees ors 
Current portion of long-term debt (Note 6)... 


jMotaleurrent liabilitieSs® 5. oa 


Long-term Debt, less current portion included 


ADOVEHINOTC GO) ins. taes cries tect alee earn t 


Deferredtincome laxe6S' 22k accom eons Sie oma 


SHAREHOLDERS’ EQUITY 


Capital stock - 
Authorized - 
1,800,000 Common shares, no par value 
Issued - 


AOS T OOS: SHALES ocr srataarfgcgd ecpma eee ca 
COMIDUCO, SUNDIUS cma asec settee tae ated os 
Retained earnings per accompanying statements 


Less - 2,600 Shares held in treasury, at cost ........... 


AUDITORS’ REPORT 


To the Shareholders of Van Der Hout Associates Limited: 


We have examined the consolidated balance sheets of 
VAN DER HOUT ASSOCIATES LIMITED (an Ontario 
corporation and a subsidiary of Maremont Corporation) AND 
SUBSIDIARY as at December 31, 1978 and 1977, and the 
consolidated statements of income, retained earnings and 
changes in financial position for the years then ended. Our 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the 
circumstances. 


At December 31 


1978 1977 

» ieee eee $ 1,704,320 $ 7,198,332 
Me yh 3,952,565 5,241,120 
sche eee 243,436 782,844 
SLO 39,010 451,588 
ike Ceram $ 5,939,331 $13,673,884 
Mee. ee $ 4,660,701 $ 232,211 
Pu RE ee $ 1,736,000 $ 1,565,000 
aa ae i $ 157,206 
euthns eta $ 5,857,142 $ 5,857,142 
Pe, 308,488 308,488 
RRL) Tak ad? 5,555,265 3,873,356 
$11,720,895 $10,038,986 

19,522 19,522 

$11,701,373 $10,019,464 

$24 037,405 $25,647,765 


In our opinion, the accompanying consolidated financial 
statements present fairly the financial position of Van Der Hout 
Associates Limited and Subsidiary as at December 31, 1978 and 
1977, and the results of their operations and changes in their 
financial position for the years then ended in accordance with 
generally accepted accounting principles consistently applied 
during the periods. 


Toronto, Ontario 
February 9, 1979. 


ARTHUR ANDERSEN & CO. 
Chartered Accountants 


Van Der Hout associates timiteD AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1978 and 1977 


1. Summary of significant accounting policies 


(a) Principles of Consolidation 

The 1978 financial statements of Van Der Hout 
Associates Limited (The ‘“‘Company’’) are 
consolidated with those of its wholly-owned 
subsidiary. The 1977 financial statements of the 
Company were consolidated with its wholly-owned 
subsidiaries and two controlled corporations in 
which the Company had a 51% interest - see Notes 2 
and 3. All material intercompany transactions have 
been eliminated. 


(b) Inventories 
Inventories are valued at the lower of cost, as 
determined by the first-in, first-out (FIFO) 
method,or net realizable value. 


(c) Property, Plant, Equipment, 

Depreciation and Amortization 
Expenditures for property, plant and equipment, 
and for renewals or improvements which extend the 
originally estimated economic life of assets are 
capitalized. Expenditures for maintenance and 
repairs are charged to expense. When items are 
disposed of, the cost and accumulated depreciation 
are eliminated from the accounts, and any gains or 
losses are included in the results of operations. 


Provisions for depreciation are determined on 
either the straight-line basis or declining balance 
basis over the expected average useful lives of the 
asset groups. Leasehold improvements are 
amortized on a straight-line basis over the terms of 
the respective leases. 


(d) Deferred Income Taxes 
Deferred income taxes arise primarily from the 
Company claiming capital cost allowance for 
income tax purposes in excess of depreciation 
recorded in the books. 


(e) Research and Development Costs 
Research and development costs are expensed as 
incurred. 


2. Internal reorganization 


Effective April 1, 1978, all subsidiaries were 
amalgamated except for one 51%-owned 
corporation which was sold in June, 1978 (see Note 
3). 


3. Disposition of 51% - owned corporation 


In June, 1978, the Company sold its 51% interest 
in a controlled corporation for $260,000. The gain 
on the sale was immaterial and was credited to 
expenses in the income statement. 


4. Extraordinary items 


Extraordinary items comprise: 


(a) a reduction in the 1978 income tax 
provision due to tax loss carry-forwards 
from prior years, a substantial 
portion of which was utilized as a 
result of the amalgamation of certain 
subsidiaries as discussed in Note 2 
(as of December 31, 1978, all 
available tax loss carry-forwards 


have DEeniutilized) mame ere aeeeiee $334,105 
(b) Settlement on claim for damages, 
Net Of EXPENSES trea cs, emus een ebessaroens 240,000 
$574,105 
. Inventories 


Inventories consist of the following: 


1978 1977 
Finishedigoodse. ee $4,026,179 $ 5,073,914 
Workein=prOCCSS var arsnr 1,426,952 1,371,561 
Raw materials, parts and 
SUPDILES Mar ata ceratrcwe reer 4,184,421 5,033,141 


$9,637,552 $11,478,616 


. Long-term debt 


1978 —«:1977 


9%% Mortgage, payable in 

monthly instalments of $4,880 

including interest, due 

January 18, 1984, secured 

low? Qlouiltellne} oooceocosovocbdece $ 232,211 $267,836 
87/16% Debenture, payable in 

monthly instalments of $9,640 

plus interest, due March 15, 

1978, secured by a floating 

charge on equipment .......... — 28,920 
Note payable to affiliate, 

bearing interest at the prime 

bank rate, due July 25, 1978 — 387,043 
Term bank loans due April, 1980 4,467,500 — 


$4,699,711 $683,799 
Current portion payable within 2 
ONGHVE Aline sete seansicce derek: 39,010 451,588 


$4,660,701 $232,211 


During the year the Company renegotiated its 
banking arrangements whereby a portion of its 
short-term line of credit was replaced with a long- 
term agreement which provides for borrowings up 
to $1,500,000 (Cdn.) at prime plus %% and up to 
$2,500,000 (U.S.) at the U.S. Base Rate or London 
Interbank Rate plus %%. These loans are repayable 
on April 30, 1980, but may be extended by mutual 
consent of the Company and the bank. 


All bank indebtedness is secured by certain 
accounts receivable and inventories and an 
assignment of the Company’s fire insurance 
pertaining to certain inventories. 


Aggregate repayments required in each of the next 
five years, excluding the term bank loans are as 
follows: 


USAC) Sereicun Geant aie $39,010 
NOSOR Miestesctoeie neers 42,716 
VOB Me teste cise cae 46,773 
VO G2 reat televe cael 51,217 
NOSSO Ne iterstecuste eres 52,495 


It is the Company’s intention to renew borrowings 
under the bank loan agreement at maturity or to 
replace them with other similar borrowings. 
Accordingly, the maturity of these borrowings will 
not require use of the Company’s working capital. 


7. Remuneration of directors and senior officers 


The aggregate remuneration paid by the Company 
and its subsidiary to its directors and senior officers 
for the year ended December 31,1978 approximated 
$308,000 (1977 - $287,000). 


8. Commitments 


(a) Long-Term Leases 


Buildings are rented under leases which expire at 
various dates between 1980 and 1983. Rental 
expense related to these leases, excluding property 
taxes and insurance, amounted to approximately 
$171,000 in 1978 (1977 - $169,000). Rental 
commitments for the next five years under these 
leases are as follows: 


UCAS) Bin Bales cies ae $174,000 
TO BO es starata a iaverasster< 103,000 
UIST pon aetadnecs 83,000 
US ese aacan remote 83,000 
NOBS Morse erets.-cuksare.s 55,000 


(b) Pension Plan 


The Company has a pension plan covering salaried 
employees. As of December 31,1978, the unfunded 
past service liability with respect to the plan for 
salaried employees amounted to approximately 
$204,000 (1977 - $245,000). The Company’s policy is 
to provide for current costs as such costs are 
incurred and to amortize and fund past service costs 
over a period of fifteen years. In 1978, $76,000 (1977 
- $68,000) was provided and is reflected in the 
consolidated statements of income. 


Van Der Hout associates Limited AND SUBSIDIARY 


FIVE YEAR COMPARATIVE SUMMARY OF OPERATIONS 


1978 1977 1976 1975 1974 

Net:Salesaa.caw. oo tee $41,474,840 $35,200,877 $30,745,661 $26,791,291 $22,492,206 

Cost ofisales’u.. .. tania eee 34,058,452 28,409,392 25,568,911 21,475,746 17,293,407 
Gross: Profits 07300. ee ees $ 7,416,388 $ 6,791,485. $ 5,176,750 $ 5,315/545) | Seomigewo 

Selling, general and 

administrative expenses ......... 5,152,408 5,026,388 5,702,925 4,643,187 3,491,065 
Operating Income (Loss) .......... $2,263,980. $ 1,765,097 $( 526,175) $ “672,358 ~“$°1,7@0maae 

InterestiexpensSes is .45 es nee DO2; Goo 565,677 560,382 591,921 363,854 
Income (Loss) from 

Consolidated Operations 

Before Income Taxes ............ 3 1,731,444 . $91,199)4207 - -S(1086 5575 as 80,437 $ 1,343,880 
Provision for (recovery of) 

INCOMC laxXes «mass Getenerce ok 610,000 517,248 ( 247,919) 71,406 Si Zon 

Income (Loss) from 

Consolidated Operations ........ $ 1,121,144 $ (682172  $(- 838.638) “S$ 9,031 .$ 772,649 
Earnings of Gabriel of Canada 

Limited prior to acquisition ...... - - - ~ ( 116,074) 
Minority interest 4.4.0. a eee ( 13,340) ( 18,798) ( 19,394) ( T6095), 19,334) 
Income (Loss) Before 

Extraordinary Items ............. $ 1,107,804 $ 663,374 $( 858,032) $ 1,336 $ 63%2a9 
Extraordinary Items ............... 574,105 - = = = 
Net Income (Loss) ................ $ 1,681,909 $ 663,374 $( 858,032) $ 1,336. ~$. 5 6324s 


Earning (Loss) Per Share 
Before extraordinary items....... $ .66 $ .40 $ 
After extraordinary items $1.00 $ .40 $ ( 


PRODUCTS: 
Gabriel brand shock absorbers 


Standard and heavy duty shock absorbers 


Truck and bus shock absorbers 


Racing shock absorbers 


Bus, truck and auto tail and exhaust pipe 


MARKETS: 

Automotive replacement market 
Automotive original equipment market 
Heavy Duty original equipment market 


Industrial original equipment market 


HEADQUARTERS: 


3600 Lakeshore Blvd. West, 
TORONTO, Ontario 
M8W 1N8 


SALES OFFICES: 


3600 Lakeshore Blvd. West, 
TORONTO, Ontario 
M8W 1N8 


22371 Newman Avenue, 
DEARBORN, Michigan 
48124 


50 Mill Street 
ORANGEVILLE, Ontario 


89 Mills Road, 
AJAX, Ontario 
L1S 2M2 


Garage creepers 

Catalog racks 

Repair tools 

Precision tools and test equipment 


Steel tubing 


Agricultural market 
Recreational market 
Defense market 


Industrial market 


MANUFACTURING OPERATIONS: 
Toronto, Ontario 

Mississauga, Ontario 

Ajax, Ontario 


Orangeville, Ontario 


DISTRIBUTION CENTERS: 
Mississauga, Ontario 


Orangeville, Ontario 


